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SUBJECT: EXIMBANK FINANCING SUMED PIPELINE COMPANY 

1. APPROXIMATELY 10 DAYS AGO EXIM RECEIVED TELEX FROM 
KROUSH ASKING WHETHER BANK WOULD BE WILLING RECONSIDER 
MAKING LOAN TO EGPC. IN REPLY FOLLOWING TELEX SENT 
APRIL 4 TO KROUSH: 

QUOTE THIS IS IN REPLY TO YOUR TELEX ABOUT THE POSSIBILITY 
OF EXIMBANK MAKING A LOAN TO EGPC FOR THE SUMED PIPELINE. 

AS AN ALTERNATIVE TO OUR PROPOSAL SET FORTH IN OUR LETTER 
OF JANUARY 10. 1974, WE WOULD CONSIDER MAKING THE LOAN TO 
EGPC ON THE FOLLOWING TWO BASIC CONDITIONS. FIRST, 

EGYPT'S SHARE OF THE PROCEEDS OF THE OIL SHIPMENTS THROUGH 
THE PIPELINE WOULD BE PAID OVER BY THE SUMED PIPELINE 
COMPANY TO A FINANCIAL INSTITUTION TRUSTEE FOR THE PAYMENT 
OF THE EXIMBANK LOAN AND SECOND, THE SUMED PIPELINE 
COMPANY WOULD UNCONDITIONALLY GUARANTEE PAYMENT OF EXIMBANK 
LOAN IF EGYPT'S SHARE OF PROCEEDS IS INSUFFICIENT TO PAY 
EXIMBANK LOAN. ONE OTHER POINT THAT MUST BE UNDERSTOOD IS 
THAT THE EXPORT-IMPORT BANK HAS NO LEGAL AUTHORITY TO PAY 
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IN THE SUMED PIPELINE COMPANY. EXIMBANK FINANCING IS 
AVAILABLE ONLY FOR US EQUIPMENT AND SERVICES. THEREFORE, 

A PROCEDURE WOULD HAVE TO BE WORKED OUT WHEREBY EITHER EGPC 
WOULD PURCHASE THE US ITEMS FINANCED BY EXIMBANK AND 

IMMEDIATELY TRANSFER TITLE TO SUMED OR IF SUMED IS THE 
PURCHASER, DISBURSEMENTS BY EXIMBANK WOULD BE 
CHARGED AS INDEBTEDNESS OF EGPC. IT FOLLOWS THAT IF THE 
US EQUIPMENT AND SERVICE PURCHASES ARE LESS THAN THE 
AMOUNT NEEDED BY EGPC TO MAKE ITS PURCHASE OF EQUITY THE 
EXPORT IMPORT BANK LOAN WOULD HAVE TO BE SUPPLEMENTED BY 
FUNDS FROM OTHER SOURCES. UNQUOTE. 

2. IN ANY DISCUSSION YOU HAVE WITH KROUSH OR OTHERS 
CONCERNING THIS PROPOSAL POINT OUT EGYPT HAS GROUNDS FOR 
OBTAINING PIPELINE COMPANY GUARANTEE OF EXIMBANK 
FINANCING IN CONSIDERATION FOR EGYPT'S GRANTING RIGHT-OF- 
WAY TO COMPANY AND OBTAINING EXIMBANK'S FINANCING FOR 
BENEFIT OF COMPANY. RUSH 
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